Retiree

U

Providing Information to Retirees of the Judges, State Patrol and School Pla

pdate

Nebraska Retirement Systems

December 2005

Review Your Tax Withholding

Once each year federal law requires the Nebraska
Public Employees Retirement Systems (NPERS) to
remind you, asabenefit recipient, of your ongoing right
to start, stop or change the tax withholding from your
retirement benefit.

You are not required to have federal income tax with-
held from your monthly benefit. Howevey, if your
estimated tax payments or withholding amountsfall
short of your tax liability, the Internal Revenue Service
may assess interest or penalty charges. No actionis
necessary if your present tax authorization still fits
your needs.

Beginning with retirement benefit paymentsmadeto
Nebraskaresidentson or after January 1, 2006, by law
NPERS isrequired to withhold stateincome tax when-
ever aplan member hasfederal incometax withheld.
Under prior law, having Nebraska state incometax
withheld from your retirement benefit payments had been
voluntary.

In the past, afederal W-4P form and a Nebraska state
withholding form were needed to el ect tax withhol ding.
Theseformshave now been combined intheWithholding

Certificatefor Pension or Annuity Payments. Thisformis
used to designate the number of allowancesyou want to
claim and your marital statusfor both state and federa
withholding. Y our alowancesdeterminetheamount of
tax NPERSwithholdsfrom your benefit payment. 1f you
are a Nebraska resdent, beginning in 2006, NPERS s
required to withhold Nebraskataxes using the allowances
and marital statusyou claimed for federa withholding.

Y ou may also elect additional amountsof withholding
over and abovethe marital statusand alowancesyou
elected onyour federal and/or statewithholding; these
amountsare not required to match. You may change your
withholding at any time. To obtain the form, complete
the “request form” below, visit our website at
www.nper s.ne.gov, or call our office at the numbers
listed below.

Nebraskaresidents choosing not to have federal tax
withheld fromtheir retirement benefit payment are not
required to have Nebraska state income tax withheld.

For tax advice, we suggest you contact atax professiond
about your individual situation. If you have questions
about information contained in this article, please con-
tact NPERS at 800-245-5712 or 402-471-2053. 4

What AreYou Waiting For ?

One of the best waysto simplify retirement is Direct
Deposit. Direct Deposit will electronically transfer
your retirement benefit directly into your checking or
savings. It’seasy to set up and doesn’t cost a penny.
There are still thousands of NPERS retirees who wait
by the mailbox each month for their retirement checks,
then driveto the bank and wait in line.

What are you waiting for? Simplify your lifeand try
Direct Deposit. Usethe “Request Form” below to
obtain aDirect Deposit Agreement form. Y ou may also
contact us by phone or visit our website at

www.nper s.ne.gov. Completing theformissimpleand
you'll never haveto wait again!

2006 Benefit Payment Schedule

If you have your monthly payment deposited directly
with your bank, thefollowing isamonth by month
schedul e of the date payment will be madeto your
account in the year 2006:

January 31 July 31
February 28 August 31
March 31 September 29
April 28 October 31
May 31 November 30
June 30 December 29

For those of you who receiveyour check by mail,
your payment will be mailed by the above dates.
\

Keep Us Up-To-Date
If you have achange of address or any other demographic changes, please be sureto let NPERS know. You can use the
form below or send us a note with your signature. 1f you don’t keep us up-to-date, we can’t keep you up-to-date!

Address Change/Request Form

Please use the form below to notify NPERS of a change of address OR to request an NPERS form. (Please print)

}( ____________________

[] Check here if this is a change of address. Your signature is required for a change of address.

Signature

Account Number (shown on address label)

Social Security Number

Name

Address

City, State, Zip

If you need additional information or a form,
please check the appropriate box(es) below:

[] Withholding Certificate for Pension or
Annuity Payments Form

Direct Deposit Agreement Form
Beneficiary Designation Form
Other

00 O




1099-R Tax Satements Coming

Watch your mail in mid to late January for an enve-
lope marked Important Tax Return Document
Enclosed, which will include benefit information to
befiled with your 2005 incometax returns.

Each box on the 1099-R isdefined on the back of the
form. Makesure NPERS hasyour current address
so you receiveyour 1099-R in atimely fashion.

Questions about individual tax liability should bedi-
rected to your accountant, the Internal Revenue Service
or your state Department of Revenue.

TheFollowingisaBrief
Explanation of the 1099-R Form:

» Box 1 showseverything NPERS paid to
you in 2005.

e Box 2aistheamount that istaxableto you.

— * Box 4 istheamount that waswitheld for
federd taxes.

¢ Box 5istheamount that is not taxable.

* Box 10 isthe amount that waswitheld for
Statetaxes.

COLA Set at 2.5%

Did you noticeacost of living adjustment (COLA) in
your benefit check in 20057 Retirees of the Schoal,
Judges and State Patr ol Planswho havereceived
benefits at least one full fiscal year (July 1-June 30) are
granted a COLA increase. Thisincreaseisbased on
the consumer price index (CPI) and capped at amaxi-
mum percentage. By law, the COLA percentageis
either capped at 2.5%, or the increasein the CPI,
whichever isless. Latelast July theU. S. Department
of Labor revealed a CPI of 190.1 for the year ending
June 30, 2004, compared to the prior year’s CPl of 185.3.
Asaresult, the majority of School, Judges and State
Patrol retirees saw a 2.5% increase in their July benefits,
the same amount asthe prior year’ sCOLA of 2.5%.

By law, aminimum or “floor” isset to aretiree’s
purchasing power. For the School and JudgesPlans,
thefloor is 75% of the purchasing power of theinitial
benefit. For the State Patrol Plan, the floor is 60% of
theinitial benefit. If your retirement benefit would
erode to an amount below the minimum floor purchas-
ing power, your benefit adjustment would reflect the
amount necessary toreturntotheminimum purchasing
power.

NPERS issued correspondenceto all affected retirees
at the end of July 2005. If you wereeligiblefor the
COLA increase, thisletter explained thetype of COLA
and actual dollar amount of your increase. If you have
questions about the COLA, please contact NPERS. U
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